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In this paper we model intra-daily seasonality in the shape of the residual distribution of 
the  standard  ACD  model,  which  is  estimated  using  diurnally  (seasonally)  adjusted 
duration data. Specifically, for two of the three companies in our sample, the shapes of 
the residual distribution for periods corresponding to the mornings and afternoons in a 
trading  day  are  virtually  identical,  and  are  different  from  the  shape  of  the  residual 
distribution  corresponding  to  the  lunch  time  period.  As  a  next  step,  we  investigate 
whether the observed seasonality can explain the bias in density and interval ACD model 
forecasts, which are popular tools for econometric model evaluation and comparison.  
 
Keywords:  ACD model, Daily seasonality; Density forecasts 
Acknowledgements:  The authors are most grateful to a referee for helpful comments 
and  suggestions.  This  paper  forms  part  of  an  ARC  Linkage  Grant  research  project, 
entitled “Modelling stock market liquidity in Australia and the Asia Pacific Region”. We 
are grateful to the Australian Research Council for financial support. The financial data 




   2 
   3 
   4 
 
   5 
 
 
   6 
 
 
   7 
 
   8 
 




   10 
 
   11 
 
   12 
 




   14 
 
   15 
   16 
   17 
   18 






   21 
 





   23 
 
 
 